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COMPANY PROFILE 


Trimble Resources Ltd. is a publicly traded junior oil and gas exploration and development com- 
pany trading on the Alberta Stock Exchange under the symbol “TBS”. To date Trimble has favoured 
participation in joint ventures operated by quality outside operators in order to maintain low oper- 
ating overhead costs. As cash flow has permitted Trimble has taken larger working interests in its 
ventures. When a point is reached where suitable sized participating interest in quality outside 
operated ventures are no longer available in sufficient quantity to meet the company’s needs it will 
expand its staff and ability to generate prospects internally, or it will seek a merger opportunity that 
will best enhance shareholder present and future value. 


ANNUAL GENERAL MEETING 


The annual general meeting of Trimble Resources Ltd.’s shareholders will be held in the 
Company’s office at 2200, 801 - 6th Avenue S.W., Calgary at 11:00 A.M. on Tuesday, May 23, 
1995. Shareholders are encouraged to attend the annual meeting. 
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COVER PICTURE 


Cover photograph and inside back cover show a drilling rig drilling a horizontal well at Buffalo 
Head, S.E. Saskatchewan in November, 1994. 
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Financial 
For the year ended December 31 
Total Revenue 
Royalties & Rentals 
Operating Expenses 
General & Administrative 
Cash Flow 
Per Share 
Net Income 
Per Share 
Capital Expenditures 


As at December 31 


Debt 

Shareholders’ Equity 

Total Assets 

Common shares outstanding 


Operations 
For the year ended December 31 
Average Daily Production 
Crude Oil & NGL’s (Bpd) 
Natural Gas (Mcfd) 
Barrels of Oil Equivalent (Boepd) 


Average Product Price ($/Boe) 


Wells Drilled 
Gross 
Net 


As at December 31 


Reserves — Proved & Probable (NAR) 
Crude Oil & NGL’s (MSTB) 
Natural Gas (Mmcf) 

Oil Equivalent (Mboe) 


(1) 1993 was a 10-month fiscal period 


Abbreviations used in this annual report: 


ARTC Alberta Royalty Tax Credit 

Boe Barrels of oil equivalent (10,000 cubic feet of 
natural gas being equivalent to 1 barrel of oil) 

Boepd Barrels of oil equivalent per day 

Bbl Barrel of oil or natural gas liquids 

Bpd Barrels per day 

GORR Gross overriding royalty 


Ex 


HIGHLIGHTS 


1994 


$1,583,303 

249,710 
$ 290,401 
$ 220,769 
$ 875,608 
$ 05 
$ 141,322 
$ .01 
$2,222,781 


$ 902,207 
$3,015,700 
$4,654,116 
18,585,000 


86 
1,080 
194 


$20.43 


11 
2.8 


378 
1,618 
540 


Mcf 
Mmcf 
Mmcfpd 
Mstb 
Bcf 
NGL 
NAR 


1993. (1) 


$1,252,397 
200,614 
208,519 
177,097 
654,982 
04 
52,237 
.00 
958,921 
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Nil 
$2,987,700 
$3,470,382 
18,235,000 


88 
1350 
228 


$16.52 


10 
2:9 


108 
1,674 
27 


Thousands of cubic feet 
Millions of cubic feet 

Millions of cubic feet per day 
Thousand standard tank barrels 
One billion cubic feet 

Natural gas liquids 
Net after royalties 


% Change 


+26 
+24 
+39 
+25 
+34 
+25 
+170 


+132 
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PRESIDENT’S REPORT 


The year 1994 brought positive advancements 
in most areas for Trimble Resources Ltd. The oil and 
gas sector as a whole fell out of favour with 
investors large and small and that certainly was 
reflected in the market valuation of our shares. 
However, that psychology seems to have bottomed 
out by the yearend and the sector in early 1995 
appears to be generally viewed as a good buy once 
again. 

During 1994 Trimble continued its more aggres- 
sive exploration program in S.E. Saskatchewan and 
N.W. Alberta. To date we only have one successful 
oil discovery and resulting pool development at 
Buffalo Head (Arcola) in S.E. Saskatchewan. 
However, we have a 25% interest in close to 50,000 
acres of undeveloped leases valued at approximate- 
ly $1.1 million net to our interest. We are confident 
that these holdings will yield further reserve, pro- 
duction and cash flow increases down the road. 

During 1994 Trimble Resources Ltd. participated 
in 11 wells with an average working interest of 25% 
for a record level of 2.8 net wells. This drilling 
resulted in 6 oilwells (1.7 net), 1 gaswell (0.1 net) 
and 4 dry wells (1.0 net). 

During the year our oil and gas production aver- 
aged 86 bopd and 1.08 mmcfd respectively for a 
total of 196 boepd. Our average rates in December, 
1994 were 132 bopd and 1.12 mmcfd for a total of 
244 boepd. Effective April 1, 1994 we sold our 
Provost (David) oil property which would have con- 
tributed approximately 35 bopd to our 1994 pro- 
duction, but it was a rapid decline property. During 
1993 our production in BOE’s was 39% from oil. In 
1994 it was 44% from oil. In December, 1994 it was 
54% from oil. 

Trimble’s proved yearend reserves of 415 MBOE 
(net after royalties) are up 58% over the previous 
yearend. With lower average production (down 
13%) we have changed our proved reserves: life 
ratio from 3.2 years at the end of 1993 to 5.8 years 
at the end of 1994. On a proved plus probable 
reserve basis that ratio changed to 7.6 years at the 
end of 1994. One of our major objectives in our 
expanded exploration program was to increase our 
reserves: life ratio and we have accomplished that. 
Net new proved reserves added during the year, 
including replacement of approximately 71,000 
BOE of production indicates a total new reserve 


addition equal to 85% of the previous yearend 
proved reserves. 

All the 1994 financial numbers for Trimble set 
new highs. Our revenue at $1,583,303 was up 26% 
over the previous fiscal year. Cash flow was up 35% 
at $875,608. Net income was up 170% at 
$141,322. We were not taxable in 1994 and as a 
result of our increased capital expenditures (up 
131% at $2,222,781) we will be refunded taxes we 
had to pay in previous years. Due to our high capi- 
tal expenditures we ended the year for the first time 
with a debt of just over $900,000 which is well 
within our credit line and equal to approximately 
one year’s cash flow. 

At the yearend the operator of our major joint 
ventures in S.E. Saskatchewan and N.W. Alberta 
was experiencing temporary budget cutbacks and as 
a result the first half of 1995 will not be active for 
Trimble on the drilling and land acquisition fronts. 
Cash flow during this period will be applied to 
reduce our debt. Several opportunities for farmouts 
or joint ventures with other parties are being consid- 
ered. Our activity level is expected to pick up again 
during the second half of 1995. If not your Board of 
Directors will pursue other options toward increas- 
ing activity and shareholder value. 

In May, 1994 R. Bradley Hurtubise accepted an 
invitation to join our Board of Directors. He brings 
to the Board a high level of experience and exper- 
tise in the area of capital markets, equity financing, 
etc. This rounds out our Board areas of expertise to 
include all pertinent aspects of the oil and gas 
industry from a public company’s point of view. 

| appreciate the 
support of our Share- 
holders and our Board 
of Directors over the 
eight years of the 
company’s history. | 
will continue to do 
what | can to ensure 
the continued success 
and growth of the 
company. 


Harvey A. Trimble, 
President 
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REVIEW OF OPERATIONS 


DRILLING 


During 1994 Trimble partici- 
pated in the drilling of eleven 
wells with an average W.1. of 25% 
for a record level of 2.8 net wells. 
This drilling resulted in six oilwells 
(1.7 net), one gaswell (0.1 net) and 
four dry wells (1.0 net). The table 
below summarizes Trimble’s 
drilling results over the eight years 
of the Company’s history: 


PRODUCTION 


The accompanying graph 
depicts Trimble’s net working 
interest production of oil and gas 
expressed in barrels of oil equiva- 
lent (BOE) over our eight year his- 
tory. The 1994 average rate of 
194 BOEPD represents a 13% 
decrease from the previous fiscal 
year. However, our yearend rate 
in December, 1994 at 244 
BOEPD does show an increase 
despite the sale during the year of 
our David property and the natur- 
al production decline of all our 
properties. It also reflects a 
change from 39% oil production 
in 1993 to 54% oil production in 
1994. 


DRILLING HISTORY 
Fiscal Year| Oil | Gas | D&A Total _| Avg. TRL 
Ending Gross| Net | W.l. % 


Feb. 28/88 


Feb. 28/89 


Feb. 28/90 


Feb. 28/91 


Feb. 28/92 


Feb. 28/93 


Dec. 31/93 


Dec. 31/94 6 
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OIL AND GAS PRODUCTION HISTORY 


(Net WI Share Before Royalties) 


(1) 10 mcf = 1 barrel of oil equivalent 
(2) Fiscal year ending February 28 
(3) Fiscal year ending December 31 
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RESERVES 


A detailed internal review, update and evaluation of 
Trimble’s reserves of oil and gas has been carried out effec- 
tive January 1, 1995. Our Total Proved reserves are up 58% 
and our Proved plus Probable reserves are up 96% over the 
previous yearend. As a result Trimble’s reserves: life ratio on 
a Proved basis has increased to 5.8 years at January 1, 1995 
from 3.2 years at January 1, 1994. On a Proved plus 
Probable basis our reserve: life ratio is now 7.6 years. 


RESERVES 


SUMMARY OF RESERVES @ JANUARY 1, 1995 


Company 
Interest 


Company 
Net AR 


Oil — MSTB 
Total Proved 316 
Proved Plus Probable 455 


Gas — MMCF 
Total Proved 
Proved Plus Probable 


Oil Equivalent - MBOE 
Total Proved 
Proved Plus Probable 


SUMMARY OF RESERVES @ JANUARY 1, 1994 


Company 
Interest 


Company 
Net AR 


Oil — MSTB 
Total Proved (22 100 
Proved Plus Probable 132 108 


Gas — MMCF 
Total Proved 17631 
Proved Plus Probable 1,674 


Oil Equivalent - MBOE 
Total Proved 
Proved Plus Probable 


In spite of the significant increases in reserves the dis- 
counted present worth of these reserves at 15% discount is 
up 16% on a Total Proved basis and 33% on a Proved plus 
Probable basis. This reflects decreases in gas price forecasts 
and the longer life expectancy. On an undiscounted basis 
the year over year increase is 42% (proved) and 84% 
(proved plus probable) reflecting the longer life of the 
reserves. The results are summarized in the tables below: 


VALUE OF RESERVES 


PRESENT WORTH FUTURE NET REVENUE 
BEFORE INCOME TAX (M$ CDN.) @ JANUARY 1, 1995 


Proved Plus 
Total Proved Probable 


ARTC Included 
Undiscounted 
Discounted @ 


Note: The value of the Company’s sizable holdings in undeveloped 
leases and untested prospects is not reflected in the above numbers. 


PRESENT WORTH FUTURE NET REVENUE 
BEFORE INCOME TAX (M$ CDN.) @ JANUARY 1, 1994 


Proved Plus 


Total Proved Probable 


ARTC Included 

Undiscounted 4,343 

Discounted @ 10% 2,845 
12% 2,671 
15% 2,453 
20% 2 N69 
25% 1,955 


Note: The value of the Company’s sizable holdings in undeveloped 
leases and untested prospects is not reflected in the above numbers. 


UNDEVELOPED LAND HOLDINGS 


Trimble owns an average 21.5% W.l|. in approxi- 
mately 36,000 acres of P&NG leases in S.E. 
Saskatchewan, approximately 34,000 acres of which 
(7,300 net TRL) are undeveloped. Trimble’s net cost to 
date is approximately $700,000. Our future growth 
potential for light oil reserves rests in these lands. 

Trimble owns a 25% W.lI. in over 12,000 acres 
(3,000 net TRL) of P&NG leases (acquired in 1994) in 
the Halverson Ridge area of N.W. Alberta. Our cost to 


date is approximately $270,000. We feel confident that 
the potential for increases to our natural gas reserves 
exists with these leases. 

In conjunction with other miscellaneous land hold- 
ings in other areas Trimble’s undeveloped land holdings 
are estimated to be in the range of 55,000 gross acres 
(11,000 net TRL) and to have a value basically based on 
cost of $1,100,000. 
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MAJOR AREAS OF ACTIVITY 


During 1994 Trimble continued its exploration 
efforts in S.E. Saskatchewan. The discovery at Buffalo 
Head/Arcola was further developed and its exploitation 
and equipping should be completed in 1995. More lands 
were acquired and at the yearend several promising 
prospects are located on our lands held jointly with Grad 
& Walker Energy Corporation. 


NORTHWEST TERRITORIES 


4th Meridian 


HALVERSON 
RIDGE 


ALBERTA 


Edi 
Monton @ CHARLOTTE LAKE 


PEMBINA 
WOOD RIVER 


e Calgary 


on a basis consistent with the financial statements. 


3rd Meridian 


SASKATCHEWAN 


MANAGEMENT’S REPORT 


The accompanying consolidated financial statements and all information in this annual report are the 
responsibility of management. The financial statements have been prepared in accordance with generally 
accepted accounting principles and the other financial information appearing throughout the report is presented 


Management has established procedures and systems of internal control designed to provide reasonable 
assurance that assets are safeguarded and that reliable financial information is produced in a timely manner. 

The financial statements have been examined by external auditors who were appointed by the Company’s 
shareholders and whose report is set forth herein. The Audit Committee of the Board of Directors has reviewed 
these financial statements with management. The financial statements have been approved by the Board of 
Directors on the recommendation of the Audit Committee. 


During 1994 Trimble, in partnership with Grad & Walker 
Energy began acquiring leases in the Halverson Ridge area of 
N.W. Alberta where we shared in a joint exploration study of 
gas potential in the area commencing in 1993. 

The Company’s primary producing and exploration 
properties in Alberta and Saskatchewan are highlighted 
on the map below: 


PRODUCING PROPERTY [___] 
EXPLORATION PROPERTY [____] 


2nd Meridian 
MANITOBA 


Township 


Harvey A. Trimble 
President 
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REVENUE REVENUE 


Thousands of Dollars Despite a small decrease in average production rates for the period, 
Trimble’s revenue from oil and gas sales increased 28% in 1994 to a record 
$1,446,335 from $1,127,406 in 1993. This increase is due to increased 
product prices which increased 24% on a BOE basis and the difference in 
the fiscal period length. 


MANAGEMENT'S 


2,000 


1,583 


ROYALTIES & RENTALS 


Royalties and rentals paid to governments plus freehold and overriding 
royalties, net of the ARTC rose 62% to $150,791 in 1994 compared to 
1993. This increase is larger than the increase in revenue and reflects the 
increasing rental costs associated with Trimble’s significant increase in its 
undeveloped land inventory. It also reflects a decreasing percentage of the 
Company’s production coming from Alberta crown leases in 1994. 


Bio 


eee «26 PRODUCTION EXPENSES 


(1) (2) Production expenses rose 39% in 1994 to $290,401 compared to 1993. 
The primary reason for this increase relative to produced volumes would be 
the large portion represented by the new wells at Buffalo Head, S.E. 
Saskatchewan and their higher than normal startup costs. The average pro- 
duction expense per BOE in 1994 was $4.25/BOE compared to $3.06/BOE 
in 1993. These costs are expected to reduce in 1995. 


GENERAL & ADMINISTRATIVE 


General and administrative overhead costs rose 25% to $220,769 in 
1994 compared to 1993. This difference is almost entirely due to the differ- 


G & A ent fiscal period length. On a $/BOE basis the G & A costs rose from $2.60 
th regan in 1993 to $3.12 in 1994. Expressed as a percentage of revenue the G & A 
300 ees costs remained constant at 14% in 1994 compared to 1993. 


INCOME TAXES 


Trimble is not taxable in 1994 due to our high level of capital expendi- 
tures during the year. Also, we will receive a refund of $53,185 representing 
taxes paid in previous years. 


CAPITAL EXPENDITURES 


Capital expenditures increased 132% to $2,222,781 in 1994 compared 


Wass 39 90 91 92 93 93 94, to 1993. This increase reflects the Company’s aggressive pursuit of explo- 
(1) (2) ration and development drilling and land acquisition primarily in S.E. 


Saskatchewan and N.W. Alberta. 


gg 


DISCUSSION & ANALYSIS 


CASH FLOW CASH FLOW 


Cash flow increased 34% to $875,608 in 1994 compared to 1993. This 1,000 rccsanesmncllais 
difference is due in the most part to the two factors of increased product 
prices (up 24% on a BOE basis) and the difference in the fiscal period length 
(20% longer in 1994). On a per share basis the increase brought the cash 
flow to a record level of $.05/share. 


DEPLETION & DEPRECIATION 


Depletion and depreciation rose 6% to $654,470 in 1994 compared to 
1993. On a per BOE basis our depletion and depreciation was $9.24/BOE in 
1993 compared to $9.06/BOE in 1993. 


OIL & GAS NETBACKS PER BOE: 


1994 1993 
Selling Price $20.43 $16.52 
Royalties (net of ARTC) $1.79 $ 1.09 
Production Expenses $ 4.10 $ 3.06 
Operating Netback $14.54 $1237 
G&A including interest Seon $ 2.60 


0 
Cash Netback before Income Taxes Si 1A? $ 9.77 


(1) (2) 


NET INCOME 


Net Income rose 170% to $141,322 in 1994 compared to 1993. Ona 
per BOE basis our net income in 1994 was $2.00/BOE in 1994 compared to 
$.77/BOE in 1993. On a per share basis our net income was $.01/share in 


1994 compared to $.00/share in 1993. 
NET INCOME 


Thousands of Dollars 


200 
TAX POOLS AT DECEMBER 31, 1994 
Canadian oil & gas property expense (COGPE) S$ 738,757 2 
Canadian development expense (CDE) $1,102,544 os 
Canadian exploration expense (CEE) Nil if, 
Undepreciated capital costs (UCC) $ 766,439 a 
Total Tax Pools at December 31, 1994 $2,607,740 a Ee i a 
Pe ee 
0 


6o) i 


88 89 90 91 92 93 93 94 


(1) (2) 


Footnotes: (1) Fiscal years ending Feb. 28 through Feb. 28, 1993. (2) Fiscal years ending Dec. 31 thereafter. 
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» FINANCIAL STATEMENTS 
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AUDITORS’ REPORT 


To the Shareholders of Trimble Resources Ltd. 


We have audited the balance sheets of Trimble Resources Ltd. as at December 31, 1994 and December 31, 1993 and the statements of 
income, retained earnings and changes in financial position for the year ended December 31, 1994 and the ten months ended December 31, 
1993. These financial statements are the responsibility of the company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and perform an 
audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the company as at December 31, 
1994 and December 31, 1993 and the results of its operations and the changes in its financial position for the year ended December 31, 1994 
and the ten months ended December 31, 1993 in accordance with generally accepted accounting principles. 


Calgary, Alberta Me Coghta. dk. Company 


March 29, 1995 CHARTERED ACCOUNTANTS 


BALANCE SHEET 


December 31, 1994 


1994 1993 
ASSETS (Note 7) 
CURRENT 
Cash $ =~ $ 319,244 
Accounts receivable 472,656 236,950 
472,656 556,194 
PROPERTY, PLANT AND EQUIPMENT (Note 2) 4,181,460 2,914,188 
$4,654,116 $3,470,382 
LIABILITIES 
CURRENT 
Bank indebtedness $. 677,659 $ 2 
Accounts payable and accrued 110,857 14,626 
Current portion of obligation under capital leases (Note 3) 28,862 28,862 
Due to shareholders (Note 4) 224,548 a 
1,041,926 43,488 
OBLIGATION UNDER CAPITAL LEASES (Note 3) 42,818 74,544 
DEFERRED REVENUE — 13,114 
PROVISION FOR FUTURE SITE RESTORATION 117,000 136,000 
DEFERRED INCOME TAXES 181,851 102,037 
Ip333;,595 369,183 
SHAREHOLDERS’ EQUITY 
SHARE CAPITAL 
Authorized 
Unlimited number of Class A preferred shares 
Unlimited number of common shares 
Issued (Note 5) 3,015,700 2,987,700 
RETAINED EARNINGS 254,821 113,499 
S27 052i 3,101,199 
: $4,654,116 $3,470,382 
APPROVED BY THE BOARD: 
Director real | Le Director 
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STATEMENT OF INCOME (LOSS) 


For the Year Ended December 31, 1994 


1994 1993 
(Note 7) 
REVENUE 
Oil and gas sales $1,446,335 $1,127,406 
Alberta royalty tax credit 98,919 107,456 
Other income 38,049 17,535 
1759637303 1 252 3H 
EXPENSES 
General and administrative, net of recoveries 220,769 177,097 
Production 290,401 208,519 
Royalties and rentals 249,710 200,614 
760,880 586,230 
Depletion and depreciation 654,470 618,322 
Income before income taxes 167,953 47,845 
INCOME TAXES (RECOVERY) (Note 8) 
Current (53,185) LASS 
Deferred 79,816 @S5577) 
26,631 (4,392) 
NET INCOME 141,322 6. 232,237 
BASIC DATA PER COMMON SHARE 
Net income $ 01 $ .0O 
Cash flow $ .05 $ 04 


STATEMENT OF RETAINED EARNINGS (DEFICIT) 


For the Year Ended December 31, 1994 


1994 1993 
(Note 7) 
Balance, beginning of year, as restated (Note 7) $ 113,499 $2) 61;262 
Net income 141,322 52,237 
Balance, end of year $ 254,821 $ 113,499 


TRIMBLE | 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the Year Ended December 31, 1994 


1994 1993 
(Note 7) 
CASH RESOURCES PROVIDED BY (USED FOR) 
OPERATING ACTIVITIES 
Net income $141,322 52 207. 
Items not affecting cash 
Depreciation, depletion and amortization 654,470 618,322 
Deferred income taxes (recovery) 79,816 (T5577) 
Cash flow 875,608 654,982 
Changes in non-cash operating items 
Accounts receivable (235,708) 79,408 
Accounts payable and accrued 96,231 (10,164) 
Deferred revenue (13,114) (13,105) 
723 ON; TEV Ni 
FINANCING ACTIVITIES 
Issuance of common shares 28,000 462,700 
Increase (decrease) in obligation under capital leases (31,726) 4,749 
Increase in shareholder loan 224,548 — 
220,822 467,449 
INVESTING ACTIVITIES 
Purchase of property, plant and equipment (2,222,781) (958,921) 
Proceeds from sale of property, plant and equipment 282,039 556 
(1,940,742) (958,365) 
INCREASE (DECREASE) IN CASH POSITION (996,903) 220,205 
Balance, beginning of year 319,244 99,039 
CASH POSITION, END OF YEAR $ (677,659) 319,244 
Consisting of: 
Cash and term deposits $ — 319,244 
Bank overdraft (67,659) — 
Operating loan (610,000) — 
$ (677,659) 319,244 
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NOTES TO THE FINANCIAL STATEMENTS 


December 31, 1994 


1. SIGNIFICANT ACCOUNTING POLICIES 


a) 


Property, Plant and Equipment 

The company follows the full cost method of accounting for petroleum and natural gas operations whereby all costs of exploration for 
and development of petroleum and natural gas reserves are capitalized. Such costs include lease acquisition costs, geological and geo- 
physical expenditures, carrying charges of non-producing properties and costs of drilling both productive and non-productive wells. 
All recoveries of costs through the sale of petroleum and natural gas properties, incentive credits and grants are credited to the cost 
pools. Gains or losses are only recognized when a significant portion of the company’s reserves are disposed of. 


Costs are amortized using the unit of production method based upon management estimates of proven oil and gas reserves before pro- 
vision for royalties, with gas converted to equivalent barrels of oil on a revenue equivalent basis. 


In applying the “full cost” method, the company calculates a “cost centre ceiling” which restricts the capitalized costs less accumulat- 
ed depletion and depreciation in each cost centre from exceeding an amount equal to the estimated future net revenues from such 
proven reserves (after adjusting for estimated future general and administration costs and corporate income taxes, if any) plus the lower 
of cost and estimated fair value of the company’s undeveloped acreage. 


In calculating the “cost centre ceiling”, the company has used the year end price which amounts to $22.64 per barrel of oil and $1.47 
per MCF of gas. Where capitalized costs exceed the “cost centre ceiling”, the excess costs are written off as additional depletion. 


Tangible well equipment is depreciated using the straight line basis at a rate of 10%. 

Joint Ventures 

The company’s exploration and development activities related to petroleum and natural gas are conducted jointly with others. These 
financial statements reflect only the company’s proportionate interest in such activities. 

Depreciation 

Equipment is recorded at cost and depreciation of equipment is provided using the straight line basis at a rate of 10%. 


Deferred Revenue 
Payments received for undelivered gas are initially deferred and are recognized as revenue when deliveries are made or on expiry of 
the period allowed for such deliveries. 


Deferred Income Taxes 

The company records income taxes on the tax allocation basis. Deferred income taxes result primarily from claiming capital cost and 
other allowances in excess of depreciation and depletion recorded in the accounts. 

Future Removal and Site Restoration Costs 

Estimated future removal and site restoration costs, net of salvage values, are provided for using the unit of production method and 
remaining proved reserves. Costs are estimated by management based on current regulations, costs, technology and industry stan- 
dards. The estimated future site restoration costs provision is included in petroleum and natural gas properties. The annual charge is 
included in the provision for depletion, depreciation and amortization. Removal and site restoration expenditures are charged to the 
provision account as incurred. 


2. PROPERTY, PLANT AND EQUIPMENT 
December 31, 1994 
Accumulated Net Book 
Cost Depreciation Value 
Petroleum and natural gas properties S672 27a $3,358,858 $3,362,413 
Well equipment 1,249,576 554,043 695,533 
Office equipment 48,203 26,129 22,074 
Equipment under capital lease 183,905 82,465 101,440 
$8,202,955 $4,021,495 $4,181,460 


December 31, 1993 


Accumulated Net Book 
Cost Depreciation Value 
Petroleum and natural gas properties $5,079,135 $2,856,471 $2,222,664 
Well equipment 971,767 422,592 549,175 
Office equipment 46,406 22,148 24,258 
Equipment under capital lease 183,905 65,814 118,091 
$6,281,213 $3,367,025 $2,914,188 


a 
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3. OBLIGATION UNDER CAPITAL LEASES 
Obligations under capital leases are payable at $2,405 per month plus interest at 9.9%. 


Total amount due $ 71,680 

Less: current portion 28,862 
$ 42,818 

Required principal payments under these leases are as follows: 

1995 28,862 

1996 28,862 

1997 135956 
$ 71,680 


4. SHAREHOLDERS’ ADVANCES 
The shareholders’ advances bear interest at prime +3/4% per annum. They are unsecured and have no specified terms of repayment. 
The shareholders have indicated that significant payments will be made in the coming year, thus, the amount is classified as a current 
liability. 


5. SHARE CAPITAL 


a) Issued 
Common Shares 
Changes in the company’s outstanding common share capital during the ten months ended December 31, 1993 and year ended 
December 31, 1994 are summarized as follows: 


1994 1993 
No. of Shares Amount No. of Shares Amount 
Balance at Feb. 28, 1993 and Dec. 31, 1993 18,235,000 $2,987,700 15,400,000 $2,525,000 
Shares issued 
For cash on exercise of stock options 350,000 28,000 1,150,000 92,000 
For cash on private placement — — 1,685,000 370,700 
Balance at Dec. 31, 1993 and Dec. 31, 1994 18,585,000 $3,015,700 18,235,000 $2,987,700 


b) Common Shares Reserved 
As of December 31, 1994, common shares were reserved for issuance as follows: 
1,050,000 _ shares on exercise of stock options held by a director and a contractor of the company, exercisable at a price of $.22 per 
share until August 4, 1996. 
200,000 _ shares on exercise of stock options held by directors, exercisable at a price of $.22 per share until June 8, 1997. 
50,000 shares on exercise of stock options held by a contractor of the company, exercisable at a price of $.30 per share until 
September 1, 1997. 
100,000 _ shares on exercise of stock options held by a director, exercisable at a price of $.22 per share until November 30, 1997. 


6. REMUNERATION OF SENIOR OFFICER 
The remuneration paid during the year ended December 31, 1994 to a senior officer of the company amounted to $84,000. 


7. PRIOR PERIOD ADJUSTMENT 


During the year the company determined that cash calls were overstated by $153,419. The comparative figures for 1993 have been restat- 
ed to give effect to this accounting error which reduced net income after income taxes by $14,520. 


8. INCOME TAXES 


The company’s income tax provision (recovery) is made up as follows: 


1994 1993 

Expected combined basic Canadian federal and provincial income taxes $74,470 $21,214 
Add (deduct) taxes attributable to: 

Non-deductible expense 31,637 18,997 

Resource allowance (79,476) (64,916) 

Rate differential on application of deferred income taxes — 16,254 

Investment tax credit — 4,059 
Income tax provision $26,631 $ (4,392) 
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